BENEFIT FUND.CONSTITUTIONAL AMENDMENT. INITIATIVE STATUTE.

CIGARETTE AND TOBACCO TAX. T Ft
Imposes additional tax upon cigarette distributors of one and one-fourth cents (1 and 1/4 cents) for each cigarette
distributed. Imposes tax upon distributors of other tobacco products which is equivalent to combined rate of tax
imposed on cigarettes. Directs State Board of Equalization to determine this tax annually. Places maneys raised in
a special account which can only he used for: treatment; research of tobacco related diseases; schaol and community
heaith education programs about tobacco; fire prevention; and environmental conservation and damage restoration
rograms. Declares revenues not subject to appropriations limit. Summary of estimate by Legisiative Analyst and
Eirectm of Finance of fiscal impact on state and local governments: If adopted in November 1988, will produce
approximately $320 million in special fund revenues in 1988-89 (part-year) and $650 million in 1989-90 (first fuli-
aual administrative costs are estimated at $500,000. There will be no substantial net effect on sales tax

revenues to the state, cities and counties.

TO THE HONORABLE SECRETARY OF STATE OF CALIFORNIA:

We. the undersigned. registered, qualified vcters of California, tesidents of the above mentioned County (or City and County), hereby propose amendments to the Constitition and statutes of
Cafifornia, relating lo the imposition and distribution of excise taxes on cigarette and tobacco products, and petition the Secretary of State lo submit the same 1o the voters of Califomia for their
adootion of rejection at the nex succeeding general election ar at any special statewide election prior 0 that general election or otherwise as provided by law. The propased constitutional and
statutory amendments read as follows:

TOBACCO TAX AND HEALTH PROTECTION ACT OF 1988

SECTION 1. This measure shali Se known and may be cited as the Tobacco Taxand Health Proteclion

Acl of 1888.
SEC. 2. The people find and declare as loliows:
{s) Tobacco uyse 1s the single mast preventable cause of death and disease in America.

u;m«uﬂammimmgmm lgss, 3nd a staggering economic .

cost which alt Californians have [0 pay.

(¢) Tobecca-retated diseases are a major burden on state and local governments by requiring them -

{0 provide medical care and health seqvices.

(€) Tobacco use causes substantial environmental damage, and property damage and lass of life
due to fire.

(8) To reduce the incidence of cancer, heart, and lung disease and lo reduce the economic costs of
'tohacco us2 in Calilornia, it is the intent of the people of California to increase the state tax on cigarettes
and tobacco products and do ait of the lolicenng: _

(1) Reduce smoking and other tobacco use amang children.

(2) Support medical research into ludacco-felated cancer, hearl, and lung drseases.

(3) Treat people suttering from tobacco-related diseases.

{4) In recognition of the uncompensated costs of tobacco-felated illness, support treatment of
patients who cannol aftord to pay for services.

$EL. 3. Seclion 12 is added to Article Xiil 8 of the Constitution, 10 read:

SEC. 12. “Appropristions subject lo limitation™ of each enlily of government shail not include
soorepriations of revenue trom the Cigarette and Tobacco Products Surtax Fund created by the Tobacco
Txx and Health Protection Act of 1988. No adjustment in the appropriations limit of any entity of gov-
ernment shall be required pursuant to Section 3 as a result ot revenue being depasited in or appropriated
from the Cigaretie and Tobacca Products Surtax Fund created by the Tobacco Tax and Health Protection
Act of 1988, -
$EL. 4. Articie 2 (commencing with Section 30121) is added to Chapter 2 of Part 13 of Divisicn
2 ol the Revenus and Taxaticn Code, lo read:
Article 2. Cigarette and Tobacco Products Surtax 30121. For purposes of this article:

(a) ~Cloarsttes™ has the same meaning 3s in Section 30003, as il read on January 1, 1383.

() “Tobecco products " includes, Sut is not limited to, all forms of cigars, smoking tobacco, chewing
tobacco, smufl, and any other articles or products made of or containing at least 50 pescent, lobacco,
but Goes not include cigarettes.

{€) “Fund™ means the Clgareits and Tobacco Products Surtax Fund created by Seclion 30122.

38122 (¢) The Cigaretle and Tobacco Praducts Surtax Fund is hereby Crealed in the State Treasury.
Thes fund shail consist of ail revenues deposited therein pursuant to this article. Moneys in the fund may
only be approgriated lor the following purpases: .

(1) Tobacco-retated school and community heaith education programs. . -

(2) Tobacco-retated disease research.

(3) Medical and haspital care and treatment of patients who cannot aftord to pay for thase services,
and jor whom payment will not be made through any private coverage of by any program funded in whole
of :n part by (he federal government.

{4) Programs fox fice prevention; envircnmental canservalion; protection, restoration, enhancement,
and maintenance of fish, walerfowl, snd wildlite habitat areas; and enhancement of state and locat park
ad recrestion purposes.

(d) The fund consists of six sepatate accounts, s {ollows:

{1) The Haaith Education Account, whach shaill only be IVZII?NO tot appropriation for programs for
the prevention end reduction of toBacco uss, primartly among children, thiough school and communily
hesiih scducation programs. |

(2} The Hospilal Services Account, which shall only be available lor appragpriation for payment to
public and peivate hospitals licensed pursuant to subdivisian (3) of Section 1250 of the Heaith and Satety
Cada lor the treatment ol hospital patients who cannat attord to pay lor that treatment and for whom

payment for haspilal services will not be made through privale coverage or by any program lunded in
whole or in part by the federal government.

{3) The Physician Services Account, which shall only be available for appropriation for payment o
piwsimlormwwimtsmammmdmmmmosesaﬁmmmmw
for physician services will not de made through private coverage or by any program funded in whole or
in part by the federal government.

“c:l. The Reseasch Account, which shall only be available tor appropriation {or tobacco-relaled disease
feseaf

(3) The Public Resources Account, which shail only be available for appropriation in equal amounts
{or both of the lollowing:

{A) Programs {0 prolect, restore, enhance, of maintain fish, walerfowl, and wildlife habitat on an
equally funded basis.

(B) Programs lo enhance state and local park and recreaticn resources.

(6) The Unaltocated Account, which shall be available for aparopriation for any purpose specified
in subdivision ().

30123. (a) in addilion lo the tax impcsed upon the distribution of cigarettes by this chapter, there

- shall be imposed upon every disiribuior a tax upoa the distribution of crgareties &t the rate of tweive

and one-hait mills ($0.0125) for each cigaretie distributed.

{8) There shall be imposed upon every disteibuler a tax upaa the distributioa ol lobacco products,
based on the wholesale cost of these praducts, 2t a tax rale, 3s determined annually by the State Board
of Equalization, wnich is equivaient o Ihe combined rate of tax imposed on Cigaretles by subdivision
(a) and lhe other provisions of this part.

30124, (a} With the exception of payments of refunds made pursuant to Article 1 (commencing
with Section 30361) of Chapter 6, and reimbursement of the State Board of Equalization for expenses
incutred in the administration and collection of the tax imposed by Section 30123, pursuant to ils powers
vesied by this part. all moneys raised pursuant to the taxes impased by Section 30123 shall be degosited
into the fund as provided in subdivision (b).

(b) Mooneys shalt be deposiled in the tund 2ccording to the fotiowing formula:

(1) I_ﬁymsul be deposited in ths Heaith Education Accoont.
(2) Thirty-frve percent shall be deposited in the Hospital Services Account.

{3) Ten percent shail be deposited in the Physician Services Account.

{4) Five percent shail be deposiled in the Research Account.

{S) Five percent shail be depasiled in Ihe Public Resources Account.

(8) Twenty-five percent shall be depasited in the Unallocated Account.

_ .(e) Any amounts appropeiated from any account specified in subdivision (b) which is not encumbered
within the period prescribed by law shall severt lo he account from which it was appropriated.

3012S. Funds expended pursuant to this article shall be used enly lor the purpases expressed in
this asticle and shait be used lo supplement existing leveis of service and not to lund existing levets of
sefvice.

30128, The annual determination required of the State Board of Equalization pursuant Lo suddivision
(b) of Section 30123 shall be made based on the wholesaie cost of tobaccoproducts as of Martch ¢, and
shail be effective during the state’s next frscal year.

30123. This article shail take eflect on January 1. 1989.

30129. The tax impcsed by Section 30123 shall be imposed on every cigarette and tobacco praduct
in the possession of unde the control of every dealer and distridutor on and after 12:01 a m. on January
1. 1989, pursuant to rules and regulations promuigated by the State Board of Equatization

30130. This article may be amended only by vote of four-fiths of the membershup of both houses
of the Legisiature. All amendments 10 thus article must be consistent wilh IS purposes. o

SEC. 6. It any SeCNiGn of s Medsure, or pari Thereot, 1s for any reason neig 10 de invalid o
unconstitutionat, the remaning sections shall not be attected dut w.il remain i luli {orce a1 eflecl




